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BABIES DON’T BUY HOUSES 


HERE ’S a disturbing familiarity in some of today’s business signs, and 

words of reassurance are reassuring only to those who do not recall sim- 

ilar words uttered just 25 years ago. For instance, when the ambassadors 
of the building industry talk of an inexhaustible demand for housing, a pre- 
autumnal chill shivers through the air. 


Several times in the past few months we have pointed out the growing danger 
of overbuilding. We have predicated our argument on the continuance of the high 
construction rate in the face of a protracted fall in the rate of family formation. 
Babies don’t buy houges - new families do. So the fact that, since the war, babies 
have been born in unprecedented numbers is overshadowed by the fact that the 
rate of family formation has been falling, and will probably continue to fall for 
the next several years. 


While expressing our fear of overbuilding, we have at the same time admitted 
to the possibility of being wrong. Nevertheless, we feel that the basic signs point 
to the wisdom of a conservative rate in home building for the next 5 or 6 years. 
By a conservative rate we mean a rate that will yield a net increase of from 
900, 060 to 1,000, 000 units annually in the nonfarm housing inventory. This 
tetal includes an allowance of from 100,000 to 120, 000 for units added through 
conversion, so the volume of new building should be somewhere between 800, 000 
and 900,000 annually plus an allowance necessary to replace disaster and demoli- 
tion losses. 


In order to help you gauge the housing supply and demand situation in your own 
area we have devised a simple index based on newspaper ads. We have obtained 
the cooperation of a large number of leading newspapers throughout the country in 
counting “For rent” and “Wanted to rent” ads over the 1940-1954 v,eriod. Some 
of these ad counts include yearly totals, some include the ad counts for the month 
of May in each year, and others include the ad counts for the second Sunday in May 
of each year. Regardless of the base used, they all show roughly the same pat- 
tern. In nearly all of the cities charted on pages 368-373 these indexes indicate a 
large increase in the supply of vacant rental housing and a sharp decrease in the 
number of families seeking rental housing. 


There have been some rather drastic changes since 1940 in the type of units 
(cont. on page 373) 367 
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BABIES DON’T BUY HOUSES 
(cont. from page 367) 
offered for rent. In 10 major cities scattered across the country, the following 
types of units were offered in 1940 and in 1954: 


Percent of All Units Offered 
Types of Units 1940 1954 


Furnished apartments 21 45 
Unfurnished apartments 55 41 
Furnished houses 4 4 
Unfurnished houses 20 10 

100 100 


You see, therefore, that the biggest pool of vacant housing is made up of the 
smaller units. Nevertheless, each housing unit is in competition with all other 


housing units, and a surplus in one type can easily spread to other types if new 
units are added faster than basic demand increases. 


These charts are naturally subject to the limitations of almost any statistical 
analysis. In themselves, they do nct present the whole picture. However, they 
are a very important tool in helping you put together the whole picture in your 


area. We will repeat this study from time to time and will welcome discussing 
it with you. 


NOTE: See pages 338-340 in August 1954 Real Estate Analyst for other discus- 
sion of these indexes. 
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RETAIL SALES DOWN SLIGHTLY 


HROUGH the first 6 months of 1954, retail sales totaled $81.2 billion, 
of down 2% from the total reached during the first half of 1953. Advance 

figures indicate that July 1954 sales equaled those of a year ago. When 
you consider that 1953 was a record year for retail sales, this 2% decline from 
the all-time high does not look like much to worry about. 


Most significant drops occurred in the lumber, building and hardware group, 
off 7; automobile dealers, off 6%; and department stores, off 5%. On the other 
hand, sales of gasoline service stations picked up 8% during the first half of this 
year over the similar period of 1953. Sales in drug and proprietary stores 
gained 3%. 

So far we have been dealing with the nationwide picture, and we realize that 
there are wide variations throughout the country. Therefore, in order to bring 
the facts a little closer to home we have charted department store sales in 80 
principal cities of the United States on pages 375 through 382. 


Department store sales are pretty good indicators of all retai! sales insofar 
as the trends are concerned. In other words, if department store sales are trend- 
ing upward, it’s a good bet that other retail sales are, tco, although not necessarily 
at the same rate. The sarre is true on the downward trend. 


The figures for these charts were compiled by the Federal Reserve Banks and 
have been adjusted to eliminate seasonal fluctuations. On these charts the de- 
partment store sales in each city are compared with the national average, repre- 
sented by the red line. 
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DEPARTMENT STORE SALES IN PRINCIPAL CITIES 
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